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introduction

The Commission Order issued April 7, 2004 in Docket Nos. 03-0398/03-0399/
03-0400/03-0401/03-0402 (Consol.) ("Rate Case Order") ordered Ultilities, Inc. ("UI") to
establish and maintain continuing property records ("CPRs") in compliance with the
Commission's rules, and to file a report with the Manager of the Commission's
Accounting Department as to the successful implementation of the CPR program within
12 months after the final order in the proceeding.

Since the entry of the Rate Case Order, Ul has been working diligently to
implement a CPR system for all twenty-five Ul subsidiaries in lllinois, including the
Apple Canyon Utility Company, Cedar Bluff Utilities, Inc., Charmar Water Company,
Cherry Hill Water Company and Northern Hills Water and Sewer Company, that
complies with Accounting Instruction 28 of the National Association of Regulatory Utility
Commissioners Uniform System of Accounts for Class A Water Utilities (1996), adopted
by the Commission at 83 lll. Adm. Code 605.10, and the requirements of 83 lll. Admin.
Code 615 Appendix A (Item 22). As a result of these efforts, Ul's CPR system is
complete and in place. The CPR system began functioning on a retrospective basis in
the first quarter of 2008.

Development of the System

After the Commission's order was entered in Docket Nos. 03-0398, 03-0399, 03-
0400, 03-0401, and 03-0401, Ul created an in-house database system, which would
interface or talk to the existing systems, software and hardware owned and operated by
Ul and would contain the information required for CPRs. This system was created to
track all fixed assets including their quantity, location and description. The information
necessary to prepare and generate CPRs was keyed into the CPR database through an
input screen. A copy of the input screen is attached hereto as Attachment A.

Ul also developed the following system documentation:
¢ Report that would extract only capitalized items {see Attachment A1).

e Reports that would extract the CPR information {see example at
Attachment A2).

Unfortunately, this system was extremely slow and cumbersome.

The original computer system, which the CPR system or database was
interfacing with, was not originally designed to handle CPRs and has to review or look
through all invoices keyed into Ul's general ledger system for all operating subsidiaries
throughout the United States for the past five (5) years to locate the correct transaction
number. This proved o be the reason why the system was so slow.

To alleviate this problem or slowness, the necessary information is keyed into an
Excel file, which is saved and backed up on Ul's server. This Excel files contains the




original cost of the asset, quantity, location, asset type and description, and vendor and
invoice information. The source of the information used to populate the CPR database
is the operating company’s general ledger and invoices from vendors. Attached hereto
as Attachment B is the CPR records for Apple Canyon Utility Company, Cedar Bluff
Utilities, Inc., Charmar Water Company, Cherry Hill Water Company, and Northern Hills
Water and Sewer Company.

Management and Procedures for the CPR System

in order to address the unexpected delay in inputting historical data, additional
personnel to support the data entry were added to Ul's staff beginning in the last quarter
of 2005.

These personnel are: Barb Melchiorre, Regulatory Clerk, hired November, 2005
and Michelie Marzouk, Regulatory Clerk, hired April, 2006,

Personnel responsible for inputting CPR information are trained directly in use of
the system and the related procedures. There is currently no written user manual. On
a monthly basis, the Regulatory Clerks have the capital items only reports generated
and then populate the database based on the relevant data. As a result, the CPR
system would be a month in arrears.

Proposal to Upgrade to New Data Management System

Ul was recently acquired by a new parent, Hydrostar, LLC. Ul's new parent is
committed to upgrading the hardware and software of Ul's data management system to
improve functionality and to improve the reporting process, which will alleviate the data
processing bottleneck. As a result, Ul's management team has met with various
consulting firms to discuss acquiring new data management systems, including a new
general ledger and billing systems. These systems also have the capabilities to create,
track, store and generate continuing property records. These systems will also be able
to calculate depreciation and accumulated deferred income taxes without the need for
manual recordation and tracking. Implementation of such a new system will allow the
backlog of historical CPR data to be input and cleared much more quickly. Attachment
C is a presentation regarding the process of implementing a new data management
system. Attachment D lists the vendors and/or consultants that Ul has met with
regarding a new data management system. Ul will seek Commission Staff's input on the
development of the system to ensure that it meets their expectations for regulatory
reporting.
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